
 

Best vs Appropriate 

Good, better, best? When talking investments, these terms are not an option. Rather consider what is 

most appropriate for you. 

The financial landscape has changed dramatically over the past few years. As a result, the world of 

investments has become increasingly complex, with proper wealth management requiring continuous 

deliberation and professional guidance. Wealth management is not only about choosing the right 

investment products and building the right investment portfolio. It is about following a proven methodology 

of sound financial decision making principles based on personal lifestyle goals, factual analysis and the 

appropriate application of financial emotional intelligence. 

As we have come to learn through various research studies and experiences, financial decision making is 

highly influenced by past experiences and emotional sentiments. It has also been found that financial 

losses and poverty often lead to a scarcity mentality which directly limits the ability to make the best 

financial investment decisions. Capitalising on opportunities to preserve, grow and transfer wealth and 

also to enjoy the fruits thereof requires the sophisticated guidance of a professional who knows and 

understands your long-term financial goals. 

While many investors have a long-term strategy in place to grow assets and manage risks within their 

existing investment strategies, many do not have the capability to handle unexpected developments with 

subsequent financial implications, whether good or bad. Even significant financial gifts or windfalls can 

cause tremendous stress in the financial decision making process. 



Looking at the decision making process a little closer, let’s look at two different scenarios, an unexpected 

development and how past experiences and emotional sentiments can greatly influence mindsets. 

Scenario #1: John and Betsy 

John (55) is married to Betsy (55). They have two children who are financially independent. John is in a 

Senior Executive position while Betsy helps out at a local school library. They are relatively conservative 

spenders. Their house is paid off and they are building a portfolio of investments in addition to having a 

pension fund. John still has a study loan on behalf of his children but will be able to pay it off in the next 

five years. He recently bought himself a new vehicle. John and Betsy dream of overseas holiday trips and 

would love to retire in the Western Cape. A couple of years ago John lost quite a lot of hard earned 

money in a potentially lucrative business initiative, and during the 2009 global financial crisis the couple 

lost on shared portfolio investments. They manage their wealth in consultation with a professional 

financial advisor. Their biggest goal is to optimise their wealth, ensuring that they remain financially 

independent in retirement. However they also feel strongly about fulfilling their dreams and making the 

most of their time in the present. 

Scenario #2: Peter and Melinda 

Peter (48) is married to Melinda (45). Peter has a steady contract job while Melinda has a permanent mid-

management level position. Melinda is Peter’s second wife. His two sons from a previous marriage are 

both studying with bursaries while Peter provides additional support to them. Peter and Melinda have two 

daughters. They bought their house seven years ago and utilised an inheritance of R800 000 to refurbish 

the house. They have a mortgage bond, credit card debt of about R80 000 and Melinda still owes R100 

000 on her car. Melinda finds it increasingly difficult to work full time and be a mom. She is thinking of 

ways to start her own consulting business. As they are in debt and continuously stress about finances, 

the couple consulted a professional financial advisor. According to projections they will struggle to 

maintain their lifestyle after retirement. Part of this lifestyle is Peter being an avid golfer who would like to 

play every weekend while Melinda loves travelling. Although they cannot save much at present, Peter 

belongs to a provident fund while Melinda has a pension fund and together, they have a small 12 year old 



annuity. Both of them are responsible in planning for the future, but they also have strong sentiments of 

enjoying life now. 

An unexpected development 

Both couples have been informed today that they will receive an amount of R1 million on 6th May 2013, 

an unforeseen inheritance from a deceased relative. Respectively, the couples have various options, from 

investing the full amount in a portfolio investment of which the average yield is projected at more than 

12% over the next 10 years, to paying off as much debt as possible in Peter and Melinda’s case. What 

would you advise both of them? 

These two scenarios clearly illustrate that there is no “one size fits all” solution or even a “best” solution 

for one specific case. The most appropriate financial decision will ensure the optimum achievement of 

lifestyle goals which might include the realisation of a dream as well as wealth creation for future financial 

independence. In achieving the most appropriate solution, both will greatly benefit from professional and 

objective financial guidance and by following proven financial decision making principles including: 

– Knowing and consulting your financial advisor 

It is critically important to walk the path with a trusted financial advisor, especially in making larger and 

more crucial financial decisions throughout your life. 

– Getting to know yourself 

Knowing the level of motivation of each of your financial and lifestyle goals as well as your unique 

personal risk taking profile. 

  



– Understanding your investment strategy 

As you get older, you need to think ahead. Having assets is a sign of financial responsibility. A little 

savings can double up in the near future and it is always wise to find ways to invest before spending. 

Investments also do not always call for large amounts of money. 

– Understanding the financial decision making process and how to be aware of pitfalls 

• Understand your emotional profile and how it affects your financial decision making. 

• Learn the importance of acquiring financial emotional intelligence and how you can develop this. 

• Be aware of how to explore all options, especially with any new developments, good or bad. People 

tend to panic in the wake of problems and make hasty decisions; and in times of opportunity they tend to 

over analyse, leading to faulty decision making. 

• Beware of impulses and find out how to manage yours. 

• Take learnings from previous financial mistakes and behaviour. 

Financial investment, paying off debt and enjoying wealth that has been created is a process – a process 

that can be highly stressful, especially where the lives of two or more people are affected. Apart from 

having a sound financial plan based on financial goals, lifestyle goals and proper analysis of options in 

place, in times of financial crisis or unexpected developments, it is wise to consult your financial advisor, 

ensuring that you remain calm and apply financial emotional intelligence in the best way possible. By 

doing this you will ensure the best possible chance of making the most appropriate investments which 

should in their own right be the best investments. 

 


